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SUBJECT: U.S. INVESTMENT PROBLEMS - FACEL 

REF: LISBON 1095 

1 . DIRECTOR OF FACEL INFORMED EMBASSY OF FOLLOWING RECENT 
DEVELOPMENTS: A) GOP HAS MADE ONE- YEAR LOAN FROM UNEMPLOYMENT 
FUND TO FIRM TO PAY 33 PERCENT OF FIRM'S SALARY BILL FOR FIRST 
QUARTER OF 1977. JANUARY AND FEBRUARY TRANCHES DISBURSED 

TO FACEL AND SALARIES PAID. B) FACEL REQUEST FOR LONG-TERM 
LOAN FOR INVESTMENT REJECTED BY BANCO DE FOMENTO ON GRUNDS 
THAT FOREIGN INVESTMENT CODE LIMITS MEDIUM-TERM DOMESTIC 
CREDIT TO FOREIGN FIRMS ACCORDING TO OWNERSHIP SHARE, CAPITAL 
AND NET ASSETS. HOWEVER, FACEL NOW IS ATTEMPTING TO SIGN 
CONCTRACTURAL AGREEMENT WITH GOP WHICH WOULD CIRCUMVENT 
LIMITATION ON CREDIT FROM DOMESTIC SOURCE. TO THIS END, 

PORTUGUESE EXPORT PROMOTION AGENCY (FEE) IS ORGANIZING 
EXPLORATORY MEETING BETWEEN BANK, FACEL, UNEMPLOYMENT FUND 
REPRESENTATIVE AND WORKERS, AND IS EXPECTED TO INVITE 
EMBASSY AS OBSERVER. COMMATT PLANNING ATTEND. 

2. FACEL CASE COMPLICATED BY FACT THAT PARENT FIRM, 

ADVANCE ROSS OF CHICAGO, HAS REPORTEDLY WRITTEN OFF INVEST- 
MENT IN FACEL AND HAS RECEIVED FEDERAL TAX CREDIT. ACCORDING 
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TO FACEL DIRECTOR, ADVANCE ROSS NOW SEVERELY RESTRICTED 
BY TAX WRITE-OFF IN ITS ACTIONS VIS-A-VIS FACEL. 

(ACCORDING PORTUGUESE LAW, HOWEVER, FACEL STILL OWNED 
BY FOREIGN FIRM.) IT IS NOT CLEAR WHETHER TAX CREDIT 
HAS BEEN USED OR IS DEFERRED. DIRECTOR REPORTS THAT 
ADVANCE ROSS MADE SIMILAR WRITE-OFF ABOUT 1970 AND 
TOOK DEFERRED TAX CREDIT. WHEN BUSINESS IMPROVED, IT 
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SUBMITTED REVISED TAX RETURN WHICH WAS RELATIVELY 
SIMPLE BECAUSE CREDIT HAD NOT BEEN USED. EMBASSY WOULD 
APPRECIATE DEPARTMENT ADVICE REGARDING EFFECT OF TAX 
WRITE-OFF ON STATUS OF FACEL AS U.S. FIRM UNDER U.S. 

LAW. 
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